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Summary 


This  report  deals  with  the  financial  and  program  management 
system  of  His  Majesty's  Government  of  Nepal  (IMS)  Ministry  of  Pood 
and  Agriculture,  both  its  internal  management  techniques  and,  to 
some  degree,  its  relationships  with  the  Finance  Ministry*  The 
original  request  called  for  an  advisor  to  study  their  system  for 
programming  and  allocation  of  resources.  Shortly  after  arrival  the 
scope  was  expanded  to  encompass  the  broader  aspects  of  program 
management,  including  budgeting  and  execution  techniques. 

Program  budgeting  is  one  aspect  of  the  overall  management 
system.  Therefore,  if  changes  in  the  budgetary  system  are  to  lead 
to  improvements  of  administrative  techniques,  they  will  have  to  be 
matched  by  companion  changes  in  the  other  elements  of  the  entire 
system  ~ the  execution  and  implementation  phases. 

Initial  consideration  was  given  to  budgeting  techniques  re- 
cently inaugurated  within  HMG  and,  particularly,  the  Ministry  of 
Food  and  Agriculture.  I felt  that  the  systematic  evaluative  ap- 
proach underlying  the  program  budgeting  system  (PBS)  was  sound  and, 
with  continued  sympathetic  support  of  key  officials  and  provision  ' 
of  training  to  the  participating  officials,  objectives  would  be 
achieved . 

This  new  budgetary  technique  was  imposed  upon  an  existing 
management  and  administrative  system  which  reflects  the  traditions! 
society's  bureaucratic  outlook  characterized  by  an  overconcern 
for  -propriety  of  expenditure  and  the  motto  "Thou  shalt  not  spend." 
Major  changes  in  these  bureaucratic  attitudes,  habits,  practices, 
and  procedures  are  essential;  otherwise,  development  efforts  and 
project  objectives  will  continue  to  be  frustrated!' by  administrative 
bottlenecks . 

Several  recommendatidns  were  submitted  to  improve  the  design 
and  operation  of  the  program  planning  and  budgeting  system.  One  of 
the  objectives  of  the  PBS  is  to  assist  responsible  operating  officials 
in  making  choices  and  decisions  among  alternative  methods  of  achiev- 
ing governmental  development  objectives.  io  attempt  s»o  acnie^e  this 
objective,  officials  should  be  able  to  review  program  proposals  in 
terms  of  purposes  and  objectives.  The  current  budge#,  category 
structure  identifies  choices  primarily  in  organizational  i_8.i.ra8 
(departments,  farms,  and  stations,  corporations,  etc.j.  I suggesteo 
that  the  budget  be  developed  and  considered  in  terms  of  projects 
which  are  more  descriptive  of  the  Ministry's  program  objectives. 
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the  Ministry  is  unable  to  control  this  process.  'No  effort  is  made 
to  influence  department  requests  to  reflect  changes  in  agricultural 
sector  objectives  or  success  in  achieving  established  targets. 

I feel  that  correction  of  this  leadership  vacuum  at  the  Min- 
istry level  might  be  the  single  most  effective  recommendation  for 
improving  the  HMG  performance  in  the  program  implementation  phase. 

I strongly  recommend  that  the  Secretary  be  provided  limited  author- 
ity  to  shift  between  agricultural  program  categories  in  response  to 
overall  sectoral  changes  or  progress  performance.  This  would  neces- 
sitate providing  him  with  staff  to  review  and  relate  physical  and 
fiscal  requirements  in  the  implementation  of  approved  programs.  The 
recommended  authority  could  be  the  same  as  that  previously  delegated 
to  the  department  heads  but  subsequently  withdrawn  last  year. 

By  providing  the  Secretary  authority  to  positively  affect 
programs  within  the  Ministry,  a discipline  and  incentive  for  store 
positive  program  performance  is  established  within  the  departments 
and  other  elements  of  the  Ministry.  Furthermore.,  we  would  estab- 
lish a more  effective  counter- force  within  the  Ministry,  one  which 
could  deal  with  the  Finance  Ministry  on  a peer  relationship  basis. 

The  report  includes  other  recommendations  which  might  simplify 
and  improve  this  element  of  program  implementation,  but  responsibility 
for  carrying  out  the  recommendations  rests  outside  the  Ministry  of 
Food  and  Agriculture.  The  problems  they  relate  to  are  probably  appli- 
cable to  other  Ministry  programs,  however,  and  therefore  should  be 
considered  on  a government-wide  basis  operation. 

Introduction  and  Purpose 

The  request  for  a program  budget  advisor  stated  that  His 
Majesty’s  Government  of  Nepal  was  preparing  its  FY  71  budget  using 
a program  budget  system.  Agriculture  being  a high  priority  program,  the 
Food  and  Agriculture  Ministry  was  one  of  the  first  to  receive  atten- 
tion in  terras  of  improved  budgeting  concepts.  The  system  undertaken 
required  officials  to  identify  and  analyze  their  organizational  goals 
and  the  means  of  achieving  them.  By  this  emphasis  on  objectives  of 
Government,  they  hoped  to  highlight  the  interrelationship  between 
various  program  activities. 

After  preliminary  discussions  with  representatives  of  HMG  and 
USAID,  it  became  apparent  that  the  scope  of  the  assignment  would 
have  to  be  broadened  to  encompass  che  entire  budgeting  process. 
Accordingly,  this  report  will  deal  with  various  aspects  of  program 
and  financial  management,  including  program  budgeting,  budget  execu- 
tion, a no  .-laments  of  budgetary  reporting  and  accounting.  In  addi- 
tion, I wiil  attempt  to  focus  on  various  organizational  relationships 
whj ch  may  be  the  k<  ing  Ministry  performance  in  achieving 
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A suggested  program  structure  outline  was  developed  which' 
attempted  to  group  activities  in  more  output-oriented  categories. 
While  program  descriptions  in  themselves  will  not  lead  to  a better 
quality  of  decision,  they  can  facilitate  the  process  by  allowing 
program  officials  to  focus  on  problem  areas  and  choices  to  be  mad®. 

In  addition  to  refining  program  description,  the  report  sug- 
gests that  the  PBS  time  dimension  be  expanded.  Current  techniques 
concentrate  primarily  on  an  annual  budget*  The  system  recognizes 
that  budgeting  decisions  have  an  impact  on  future  years8  programs 
by  requiring  subsequent  year  projection  of  costs.  However,  these 
data  aren't  handled  in  a systematic  manner  and  inadequate  considers- 
tion  is  given  to  their  longer  range  impact  on  budgetary  decisions. 
Once  made,  programs  create  demands  on  future  years 8 resources. 

All  responsible  officials  should  take  these  future  impacts 
into  consideration  when  making  planning  and  programming  decisions. 

I recommended  that  multi-year  programs  be  prepared  and  reviewed  as 
a part  of  the  annual  budget  process.  As  a result,  the  budget  will 
have  a closer  tie-in  to  the  multi-year  development  plans  which, 
presumably,  they  are  implementing. 

Therefore,  I concluded  that  the  planning  and  budget  system 
used  by  HMG  was  effective  and,  with  certain  changes  in  system  de- 
sign and  techniques,  could  meet  HMG  objectives. 

In  considering  the  system  for  implementation  of  budgetary  de- 
cisions, it  is  felt  that  some  basic  organizational  and  sttitudlnal 
changes  are  required.  It  became  apparent  that  both  budget  and  devel- 
opment plan  decisions  are  being  stymied  by  a management  system  which 
is  more  concerned  with  propriety  than  purpose  of  expenditure.  Pro- 
gram objectives  are  not  met  because  of  inability  to  obtain  timely 
release  of  monies  or  necessary  degree  of  concern  with  achieving 
established  targets. 

Many  factors  are  responsible  for  not  getting  the  job  done: 
overconcern  with  propriety  of  expenditure;  procedural  delays  within 
the  Ministry  of  Food  and  Agriculture,  the  Finance  Ministry,  other 
elements  of  HMG,  and  foreign  aid  donor  organizations;  and  excessive 
demands  of  the  accounting  and  reporting  system.  However,  I feel 
that  these  are  secondary. 

The  most  critical  problem  is  the  lack  of  central  direction  and 
authority  within  the  Ministry  of  Food  and  Agriculture  during  the 
budget  implementation  or  execution  phase.  Authority  appears  to  be 
centralized  within  the  Finance  Ministry  and  the  Departments  of  HMG ; 
they  are  responsible  for  preparation  and  submission  of  fund  requests. 
Though  submitted  through  the  Ministry,  no  effort  is  exercised  at  this 
level  to  relate  physical  progress  and  financial  requests.  Apparently 


Both  administratively  and  academically , the  budgeting  process 
is  traditionally  divided  into  three  phase®:  (a)  the  formulae ion 
phase,  which  deals  with  the  planning  decisions,  consideration  of 
alternatives,  and  finally  the  presentation  of  choice  in  the  form  of 
annual  budgets  to  the  decision  making  bodies;  (b)  the  execution 
phase,  which  is  concerned  with  the  imp lamentation  of  those  program 
choices  approved  and  (c)  the  accounting  and  reporting  phase,  which 
ensures  that  authorised  programs  are  carried  out  within  the ' intent 
of  the  approving  bodies  and  furnishes  management  information  on  the 
effectiveness  of  program  performance,  which  can  be  the  basis  for 
future  program  decisions.  In  actual  performance  of  this  process, 
each  of  these  phases  occurs  simultaneously  and  mutually  shapes  program 
management  and  financial  administration  decisions. 

In  Nepal,  recent  efforts  have  focused  on  changing  the  tech- 
niques and  dynamics  of  the  formulation  phases.  Program  execution 
and  accounting  and  reporting  techniques  still  reflect  the  traditional 
methods  of  operation  which  are  primarily  audit-oriented  in  practice 
and  may  tend  to  negate  the  effectiveness  of  the  new  disciplines 
being  installed  through  the  resource  allocation  process. 

HMG  budget  is  divided  into  two  major  categories  of  activities; 
Regular  Budget,  which  largely  covers  the  operations  of  the  instru- 
ments of  government,  public  safety,  and  defenses;  and  the  Development 
Budget „ concerned  with  the  implementation  of  the  Five  Year  Plan. 

Not  surprisingly,  more  than  95%  of  the  current  MFA  budget  was 
included  under  the  Development  Budget.  Furthermore,  more  than  50% 
of  this  budget  is  supported  by  foreign  aid  assistance  from  various 
countries  and  international  and  private  organisations.  This  outside 
source  of  financing  adds  additional  complications  to  the  task  of  pro- 
gram planning  and  budget  implementation  since  each  donor  has  established 
his  own  standards  of  program  reporting  and  accountability  for  his 
increment  of  foreign  aid.  None,  necessarily,  are  similar,  thus  creating 
additional  difficulties  for  the  BMJ  inadequately-trained  accounting 
staff. 


In  requesting  release  of  USAID  funds,  HMG  is  required  to  furnish 
copies  of  bank  deposit  slips  showing  that  they  have  released  the  HMG 
share  of  the  joint ly- funded  projects.  In  the  past,  USAID  fund  re- 
leases have  been  held  up  because  of  HMG  failure  to  submit  copies  of 
the  deposit  slip,  though  funds  had  been  available  to  the  concerned 
department-.  This  is  not  intended  to  reflect  on  any  donor's  existing 
requirement;  rather,  it  is  intended  to  highlight  procedural  problems 
which  should  be  considered. 

The  aMC  should  attempt  to  establish  a greater  degree 

o t uni  form! ty  in  time  procedure  concerning  the  release 
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R ecomanendat  ion  1 . 


While  ray  efforts  were  lisd. fed  to  reviewing  the  operations,  of 
the  Ministry  of  Food  and  Agriculture  (MFA),  its  relationship  with 
the  Finance  Ministry  (FM)  and  donors  (primarily  USAID),  I under- 
stand  that  the  situation®  encountered  may  be  equally  applicable  to 
other  program  ministries. 

I met  with  various  officials  of  the  Finance  Ministry,,  Ministry 
of  Food  and  Agriculture,  Ford  Foundation  Project  Advisor,  Federal 
Republic  of  Germany  Technical  Advisor  to  the  HMG,  and  members  of 
the  USAID  Mission  staff.  In  addition,  I had  opportunities  to  visit 
various  MFA  field  stations  and  farms  in  the  R&mpur  District  and  in 
the  G&ndaki  Development  Project. 

HMG  Budgeting  System 

Last  year  (Nepalese  FY  2026/2027  or  U.S.  FY  1968/69)  HMG 
introduced  a program  budgeting  system,  hoping  to  use  priorities  .in 
the  process  of  resource  allocation.  The  current  budget  was  the  first 
to  be  prepared  under  the  new  system.  Annual  budgets  are  intended  to 
implement  the  HMG  development  plan.  The  Prime  Minister,  in  his  budget 
message  to  the  Rastriya  Panchayat  (National  Legislature)  last  June 
30,  1969,  announcing  the  introduction  of  the  PBS,  stated: 

"Projects  included  in  the  development  budget  have  been 
examined  closely  in  order  to  determine  their  economic 
feasibility,  the  benefits  that  are  likely  to  accrue  to 
the  nation,  the  administrative  and  technical  capacity 
of  the  concerned  departments  to  implement  the  projects, 
and  the  relationship  of  these  projects  with  the  prior- 
ities set  forth  in  the  Five  Year  Plan."  If 

Staffs  were  established  in  the  Finance  Ministry  and  other 
program  ministries  to  provide  the  professional  analytic  capability 
necessary  to  undertake  this  changeover  from  budgetary  consideration 
by  items  of  expenditure  to  the  more  sophisticated  decision  making 
based  upon  purposes  of  government.  Within  the  MFA,  the  Economic 
Analysis  and  planning  Division  was  established  as  a staff  arm  of  the 
Secretary.  Among  ocher  assigned  functions,  its  responsibilities 
include  developing  and  operating  the  program  planning  budgeting  sys- 
tem for  the  MFA. 

This  new  budgeting  requirement  was  imposed  upon  an  existing 
management  and  administrative  system  which  reflects  the  traditional 
society's  bureaucratic  outlook  characterized  by  an  overconcern  for 
propriety  of  expenditure  and  the  motto  "Thou  shalt  not  spend."  Major 
changes  in  these  bureaucratic  attitudes,  habits,  practices,  and  pro- 
cedures are  essential;  otherwise,  development  efforts  and  project 
objectives  will  continue  to  be  frustrated  by  administrative  bottle- 
necks . 


_/  budget  Speech  of  the  Fiscal  Year  1969-70  (unofficial  translation) . 
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and  operational  practices.  At  this  time,  HMG  is  in  the  process  of 
preparing  its  second  budget  under  this  net;  system.  Relatively  few 
operating  officials  have  a clear  understanding  of  the  techniques 
involved  in  this  radical  departure  from  their  traditional  methods. 

The  system  calls  for  re-orientation  of  budget  structure  so  purposes 
of  expenditure  can  be  identified  and  related  to  the  terms  and  ob- 
jectives of  the  national  development  program.  The  basic  instructions 
(see  Exhibit  1 & 2)  direct  that  budget  projects  be  defined  in  terms 
consistent  with  development  plan  objectives. 

The  chief  of  the  Economic  Analysis  and  Planning  Division  is 
responsible  for  coordinating  the  agricultural  sector  of  the  de- 
velopment plan  as  well  as  the  integrated  Ministry  budget  submission. 

He  reviews,  coordinates,  and  analyses  the  various  department  sub- 
missions and  participates  in  the  budget  discussions  held  with  the 
Finance  Ministry  to  consider  these  proposals. 

His  staff  probably  includes  the  relatively  few  people  who 
understand,  or  are  conversant  with,  the  purposes  and  techniques  of 
program  planning  and  annual  budgeting  in  MFA.  Department  officials, 
many  senior  in  service  to  this  chief,  generally  know  little  of  the 
system  and  are  suspicious  of  it.  They  have  ascribed  failures  to 
obtain  requested  budget  increases  to  .hia  inadequacies  in  presenting 
their  case  rather  than  their  own  inability  to  justify  their  program 
needs,  establish  priority  of  the  project,  and  relate  it  to  the  national 
goals  and  objectives. 

To  ensure  that  this  resentment  and/or  lack  of  knowledge  on 
the  part  of  the  operating  officials  does  not  tend  to  sabotage  this 
PBS,  I propose  the  following: 

Recommendation  2.  The  major  department  heads  should  be  provided  staff 

resources  which  will  permit  them  to  develop,  operate, 

and  understand  the  program  budget  system;  and 
they  should  be  exposed,  as  quickly  as  possible,  to 
a training  program  familiarizing  them  with  the 

objectives  and  techniques  of  resource  allocation. 

benefit-cost  analysis,  and  program  evaluation. 

Program  Budget  Categories 

The  PBS  guidance  instructions.  Exhibits  1 and  2,  recognize 
that  the  traditional  budget  structure  could  not  be  effectively  uti- 
lized for  planning  and  budgeting  development- resources  funds,  man- 
power, materials,  etc.  The  old  structure  primarily  focused  on  organi- 
zation and  functions  rather  than  problems  to  be  solved  by  government. 
Relating  the  activities  performed  to  the  targets  and  objectives  of  the 
Development  Plan  would  be  difficult,  if  not  impossible. 

For  this  reason,  program  officials  were  asked  to  review  their 
operations,  identify  objectives  of  their  various  programs,  and  de- 


KMC  operates  its  fiscal  accounting  and  allotment  (fund  release) 
procedure  on  a disbursement  basis.  This  creates  added  complications 
in  the  HMG  method  of  handling  unexpended  balances  at  the  close  of 
the  fiscal  year.  Aufchorizations-to-spend  lapse,  and  previously  ap- 
proved and  started,  but  unfinished,  projects  (primarily  construction 
projects)  must  be  re-authorized  in  the  current  year's  budget. 

Therefore,  up  through  the  closing  days  and  months  of  the  fiscal 
year,  budgets  must  be  adjusted  and  re-adjusted  to  ensure  that  un- 
started or  incompleted  increments  of  projects  are  refinanced  in  the 
next  fiscal  year.  This  becomes  a monumental  task  considering  the 
reporting  and  communication  difficulties  existing  in  Nepal. 

Furthermore,  these  problems  further  complicate  the  year-end 
procedures  for  accounting  for  unexpended  balances  designated  "carry- 
over." This  becomes  a great  source  of  frustration  and  irritation  for 
both  HMG  and  the  foreign  aid  donor. 

Previously,  departments  attempted  to  retain  the  unspent  bal- 
ances by  establishing  letters  of  credit  in  the  names  of  contractors 
and  suppliers  or  by  making  advances.  This  past  fiscal  year  the 
Finance  Ministry  suddenly  decided  to  reduce  or  eliminate  these  re- 
serve accounts  and  withdraw  the  funds  earmarked  in  these  accounts. 
Tliis  created  many  operating  program  difficulties,  especially  where' 
officials  failed  to  re-request  these  funds  within  the  current  budget. 

The  problems  of  carryover  are  chronic  and,  as  of  the  fourth 
quarter  of  this  fiscal  year,  both  HMG  and  USAID  were  still  attempting 
to  resolve  and/or  identify  the  redistribution  of  last  year’s  unex- 
pended funds.  (In  HMG,  "carryover"  refers  to  unexpended  balances 
which  are  returned  to  that  treasury  and  is  completely  the  opposite 
of  the  U.S.  interpretation,  which  identifies  funds  previously  author- 
ized and  available  for  expenditure  in  subsequent  years).  Because 
of  HMG  difficulty  in  identifying  and  returning  the  USAID  portion  of 
the  carryover,  USAID  has  deemed  it  necessary  to  withhold  some  cur- 
rent yeai  project  fund  releases. 

MFA  Program  Budgeting  System  (PBS) 

The  current  year's  budget  (2?®,2(7//23)  was  developed  and  prepared 
under  the  newly  inaugurated  PBS.  This  presented  an  initial  attempt 
to  depart  from  traditional  budgeting  procedures  in  which  departments 
were  given  their  allowances  and  would  then  decide  and  justify  the 
budget  projects  to  be  funded.  Under  the  new  system,  resources  are  to 
be  allocated  on  the  basis  of  cost/benefit  analysis  and  furtherance 
of  goals  arid  objectives  detailed  in  the  development  plans. 

This  radical  departure  in  program  planning  and  annual  budgeting 
raws:  evolve  gradually  and  be  integrated  into  management  techniques 
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Recommendation  4,  Since  she  categories  may  not  relate  to  the 

familiar  budget  head  designation,  it  would  be 

necessary  to  redistribute  our  program  cate° 

gories  to  the  existing  structure.  This  can  be 

done  by  using  a "reconciliation*1  table  which 

redistributes  categories  of  activities  to 

budget  heads  as  shown  in  Exhibit  4» 


Multi-Year  Program 

The  professed  purpose  of  the  PBS  is  to  prepare  budget  require- 
ments according  to  the  objectives  and  priorities  set  forth  in  the 
new  development  plan.  This  purpose  adds  a necessary  time  dimension 
to  budgetary  considerations,  one  which  represents  a departure  from 
the  annual  consideration  of  conventional  budgeting.  This  added 
"horizontal”  dimension  is  particularly  advantageous  in  consideration 
of  new  program  proposals  which,  in  the  past,  may  have  been  approved 
because  of  their  initial  low  costs.  Conversely,  program  officials 
have  been  unprepared  to  cope  with  the  sizeable  increase  in  necessary 
resources  to  fully  implement  programs  which  have  succeeded  in  the 
pilot  phases . 


Futhermore,  long  terra  projects  can  be  seriously  hampered  by 
short  range  planning,  especially  m such  areas  as  a long-range 
agricultural  research  program  and  its  impact  on  national  development. 


The  current  PBS  attempts  to  identify  long  term  costs  and  ad- 
vantages of  individual  projects.  However,  the  full  costs  and  impacts 
of  departmental  programs  are  difficult  to  aggregate  and  assess.  The 
resource  allocation  process  should  be  able  to  relate  to  the  multi- 
year  period  included  in  the  development  plans.  By  considering  the 
cost  and  impact  of  projects  before  the  budget  period,  future  years 
programs  can  more  easily  be  adjusted  to  reflect  either  annual 
gains  or  short  falls  in  achieving  the  established  targets  and  goals. 

Recommendation  5.  Program  considerations  should  include  several 

years  beyond  the  budget  year.  A form  similar 

to  Exhibit  5 could  be  used  in  arraying  program 
requirements  over  a longer  time  period. 


Relating  Financial  and  Personnel  Needs 

Along  with  funding,  the  resource  allocation  process  must  con- 
sider and  plan  for  the  necessary  skilled  personnel  required  to  under- 
take and  support  the  expanded  activities  envisioned  under  the  national 
development  programs.  Since  in  Nepal,  as  in  most  developing  nations, 
trained  personnel  is  a critical,  if  not  the  most  critical,  resource 
deficiency,  it  is  essential  that  programming  for  training  be  co- 
ordinated closely  with  the  long  range  planning  activities.  Therefore, 


velop  indicators  of  work  performed  which  could  b®  related  to  the 
overall  objectives.  The  intention  was  t©  provide  operating  officials 
with  a method  of  concentrating  on  program  outputs  and  directives  . 
they  achieved  rather  than  input©  or  resources  used.  Hopefully,  with 
this  emphasis,  planners  will  be  in  a better  position  to  make  more 
rational  decisions  concerning  the  use  of  resources. 

The  system  developed  for  the  MFA  attempts  to  identify  Indies- 
tors  of  output.  However,  1 feel  the  overall  description  of  cate- 
gories of  work  still  tends  to  identify  activities  in  organisational/ 
functional  terms. 

The  present  budget  categorisation  does  not  facilitate  analysis 
and  comparison  of  alternate  means  of  achieving  goals  or  coordinating 
closely  integrated  program  activities.  This  problem  is  further  ac- 
centuated when  we  recognize  that  several  ministries  may  be  involved 
in  similar  and/or  interrelated  programs.  Some  of  the  areas  that 
need  to  be  -more  clearly  defined  ares  agriculture  and  agro-business 
credit;  water  supply  investments;  production-oriented  research; 
rural  community  development;  etc. 

In  programming,  the  Ministry  should  be  able  to  compare  alter- 
native methods  of  handling  agricultural  programs.  For  example, 
regional  development  is  one  of  the  highest  priority  projects  within 
the  MFA.  Several  technique©  are  being  followed. 

The  Resettlement  Corporation  and  the  Gand&ki  Project  under 
the  Extension  Department  follow  an  integrated  approach.  Area  de- 
velopment is  attempted  under  the  leadership  of  a single  MFA  organi- 
zational entity  which  is  responsible  for  providing  farmers  all  of 
the  necessary  services  - loans,  seeds,  equipment,  water  extension 
advice,  etc.  Under  the  more  traditional  approach,  the  required 
services  ere  provided  by  various  Ministry  departments,  requiring  & 
higher  degree  of  external  coordination. 

Obviously,  a properly  constructed  program  category  structure 
which  highlights  similar  and  related  activities  will  not  automatically 
provide  the  optimum  choice,  but  it  should  facilitate  the  necessary 
analyses . 

Recommendation  3.  The  program  structure  should  be  revised  to  re- 
flect a more  mission-oriented  categorization 
of  activities.  Exhibit  3 is  an  illustrative 
example  of  the  arrangement  of  program  activities 

that  might  be  considered  for  the  MFA  system 
(actual  structure  would  require  more  detailed 

analysis  than  could  be  undertaken  in  this 

assignment) . 
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as  a necessary  and  concomitant  considerations  each  official  should  plan 
for  and  consider  the  availability  of  trained  persons  to  carry  out  the 
programs  envisioned  over  the  longer  time  dimension. 

Recommendation  6.  The  long  range  planning  should  indicate  the  in- 
creased personnel,,  with  the  nature  of  their  skills, 
required  to  support  proposed  program  requests. 

Personnel  staffing  can  similarly  present  difficulties  and  de- 
lays in  implementing  programs  in  the  shorter  run  period.  Under  the 
PBS,  budget  requests  must  identify  the  additional  manpower  require- 
ments, by  number  and  categories,  necessary  to  implement  the  project 
being  considered  in  the  budget  year. 

In  HMG,  personnel  authorizations  and  classification  of  new 
positions  are  the  responsibility  of  the  Department  of  Administra- 
tive Management.  This  requires  requesting  officials  to  undertake 
separate  hearings  to  obtain  budgetary  approval  (from  the  Finance 
Ministry)  and  authorization  to  recruit  and  employ  personnel  neces- 
sary to  carry  out  their  programs.  In  many  instances,  programs  have 
been  delayed  and  targets  missed  because  of  the  failure  to  obtain  per- 
sonnel authorization.  It  is  essential  that  HMG  ensure  a closer  coor- 
dination between  the  ministries  responsible  for  reviewing  financial 
and  personnel  requirements  included  in  budgetary  submissions. 

Recommendation  7.  Ministry  of  Finance  and  The  Department  of  Adminis- 
trative Management  should  coordinate  their  consid- 
eration of  budget  requests  so  that  allowances 
Issued  to  program  ministries  and  departments  in- 

clude coordinated  authorizations  to  spend  monies 
and  employ  the  necessary  staff  to  carry  out  the 

projects . 

We  have  tried  to  show  that  program  planning  and  annual  budgeting 
is  a continuous  process  which  must  begin  long  before  the  actual  budget 
year  is  underway.  Since  foreign  assistance  comprises  such  a large  in- 
crement of  the  development  budget,  including  agriculture,  the  various 
outside  resources  should  be  brought  into  the  discussions  and  delib- 
erations contributing  to  the  scope  and  shape  of  the  budgets  as  early 
as  possible. 

Recommendation  8.  Project  advisors  should  participate  in  the  plan- 
ning, submission,  and  revisions  of  the  budget 
programs  in  the  earliest  stages.  Though  it  is 

recognized  that  this  involvement  is  not  neces- 

sarily a commitment  on  the  part  of  the  donors, 
it  can  provide  each  an  insight  into  the  needs  and 

resources  of  the  other. 


Program  Execution  and  Reporting 


In  my  initial  discussion  with  the  officials  in  HMG  and  USAID, 
it  became  quite  apparent  that  the  execution  or  implementation  phase 
after  passage  of  the  budget  by  the  Rastra  Panchayat  was  an  area  of 
great  concern*  At  times,  the  problems  and  techniques  of  getting  pro- 
grams funded,  people  paid,  and  contracts  awarded  resulted  in  monu- 
mental problems.  On  the  basis  of  USAID  experience,  I estimate  that 
25-307.  of  approved  project  funds  do  not  get  spent.  Spending,  in 
itself,  is  not  a criteria  of  successful  program  management ^ however, 
to  the  extent  that  program  targets  are  not  met,  this  becomes  a seri- 
ous indictment  of  the  management  system. 

The  HMG  financial  administration  is  based  on  a system  of 
quarterly  releases  of  monies  for  operating  programs.  These  author- 
izations are  in  the  form  of  funds  actually  released  to  the  ministries 
and  departments.  Records  and  accounts  are  maintained  on  an  actual 
disbursement  basis.  The  fiscal  technique  results  in  a stress  on  the 
control  of  monies  advanced  and  overly  cautious  review  of  utilization 
of  funds  previously  released.  Understandably,  the  system  is  com- 
pletely oriented  toward  the  traditional  concern  with  control  and 
audit . 


A recently  completed  report  discusses  the  accounting  and  re- 
porting system  used  by  HMG,  and  recommends  changes  that  would  facili- 
tate the  system  for  release  and  &coPtto£Apg.-pf  blinds.  2/  Inauguration 
of  some  of  these  proposals  may  be  undertaken  next  fiscal  year  on  a 
pilot  basis  in  selected  districts,  although  the  Auditor  General  has 
so  far  successfully  resisted  this  effort.  If  successful,  and  broad- 
ly implemented  by  HMG,  it  might  be  possible  to  propose  revisions  in 
the  budgetary  and  funding  system  which  could  lessen  the  "heavy  hand" 
of  pre-  and  post-audit  and  control.  Some  of  these  will  be  discussed 
subsequently  in  this  report. 

In  addition  to  various'  procedural  changes,  it  appears  that 
certain  administrative  delegations  of  responsibilities  might  also  be 
considered  to  facilitate  program  administration  within  IMS.  My  review 
was  primarily  concerned  with  MFA  and  its  dealings  with  the  FM  and 
USAID.  However,  I assume  many  of  the  situations  are  equally  applica- 
ble to  other  HMG  ministries. 

Role  of  HMG  Finance  Ministry 

The  Finance  Ministry  assumes  the  key  role  in  the  process  of 
financial  management,  which  includes  the  budget  formulation  as  well 
as  execution  phase.  In  this  regard,  its  role  can  be  compared  to  the 


2/  Report  in  "Accounting  and  Reporting  Systems  of  HMG  of  Nepal." 
Floye  Could,  USAID.  September  11,  1969. 


■ function  performed  by  the  U.S.  Bureau  of  Budget  (BOB).  However, 
there  are  some  significant  differences.  The  BOB  authorises  the 
spending  of  monies  by  the  program  agencies  on  an  annual  basis, 
subject  to  revision  (which  is  rarely  exercised).  Furthermore, 
responsibility  in  the  Bureau  for  the  budget  preparation  and  execu- 
tion phases  are  closely  coordinated,  usually  being  performed  by  the 
same  budget  examiner.  Within  the  FM,  the  responsibility  for  budget 
approval  and  subsequent  release  .-i<s  givemi  .to . stapasnajit®!  .undtan 
The  planning  group  section  must  concur  in  the  budget  request  before 
the  requested  funds  are  released.  However,  their  concurrence  does 
not  ensure  the  timely  release  of  funds  by  the  Budget  Implementation 
and  Control  Division.  Funds  are  released  to  the  ministries  and  de- 
partments quarterly,  after  the  submission  of  detailed  reports  on 
expenditures  of  monies  released  previously.  These  requests  receive 
detailed  examination  and  scrutiny  for  accuracy  and  propriety  in 
preparation  and  conformance  with  the  approved  budget. 

After  the  Budget  and  Implementation  Section  has  acted  upon 
the  HMJ  portion  of  the  project  request,  and  other  funds  have  been 
released  for  the  project,  the  Foreign  Aid  Division  of  the  FM  is 
' requested  to  obtain  the  matching  foreign  donor  portion.  Requests  to 
the  various  divisions  in  the  FM  may  be  concurrent;  however,  the 
Foreign  Aid  Division  awaits  the  action  by  the  Budget  Implementation 
' Division. 

Within  this  complicated  bureaucratic  network,  there  are 
many  examples  of  requests  being  held  up  and  not  acted  upon  because 
of  procedural  discrepancies  in  the  forms  submitted.  The  reasons 
for  delay  are  numerous.  In  some  instances  the  requesting  office 
may  have  automatically  requested  release  of  the  subsequent  quarter 
without  taking  into  consideration  unspent  balances.  The  combina- 
tion of  over-concern  with  form,  inadequately  prepared  requests,  or 
just  inexplicable  stoppages  has  resulted  in  delays  of  several  months 
in  the  release  of  quarterly  operating  funds. 

This  procedural  breakdown  becomes  further  complicated  by  the 
need  to  continually  account  for  and  distribute  the  previous  year’s 
unspent  balances.  Because  of  accounting  difficulties  and  inadequa- 
cies, this  problem  becomes  endless  and  will  continue  beyond  the  sub- 
sequent fiscal  year,  when  the  requirement  of  foreign  donors  is  added 
to  this  already  complex  procedure.  It  is  quite  understandable  that 
the  inadequately  trained  and  poorly  paid  accountants  within  H MG  have 
difficulty  coping  with  the  requirements  demanded  of  them. 

The  results  of  these  funding  delays  are  irreversible  slippages 
in  achieving  established  goals  and  targets.  Greater  attention  to  the 
orderly  progress  of  these  requests,  identifying  bottlenecks,  ana 


remedying  some  of  the  problem  situations  would  expedite  the  flow  of 
quarterly  allotments. 

Recommendation  9.  The  MFA  should  assign  positive  responsibility  for 

following  up  and  checking  on  the  status  of  releases 

of  quarterly  allotments.  A suggested  control 

system  is  attached  as  Exhibit  8.  Unusual  delays 

in  the  processing  of  requests  through  various  steps 

should  be  the  basis  for  immediate  follow-up. 

Budget  Accounting  and  Reporting 

The  EMG  accounting  and  reporting  systems  are  maintained  and  re- 
ported on  the  basis  of  items  of  expenditures,  including  12  major  cate- 
gories and  17  sub-items  of  expenditure  (Exhibit  7 is  a listing  of  the 
items  used).  These  are  basically  measures  of  resource  input.  With 
the  transition  to  the  PBS,  detailed  accounting  by  these  items  may 
preclude  the  undertaking  of  meaningful  accounting  of  costs  in  rela- 
tion to  program  performance. 

While  it  is  recognized  that  input  measures  are  necessary  for 
analysis  of  the  economic  impact  of  government  operations  and  review 
of  the  character  of  actual  and  planned  purchases  for  programs,  it 
is  suggested  that  a reduction  in  the  number  of  object  class  items 
might  be  undertaken.  This  could  simplify  existing  accounting  and 
permit  a more  meaningful  form  of  program  accounting. 

Recommendation  10.  As  an  intial  step,  the  number  of  items  of  ex- 
penditure should  be  reduced  to  the  following  major 

categories  or  groups ; Personal  Services  (pay  and 

allowances);  Maintenance  and  Other  Operating 

Expenses  (purchases  and  costs  necessary  for  day 

to  day  operation);  Equipment  (non- expendable 

items);  Construction  and  Purchase  of  Land  or 

Buildings;  Grants-la-Md;  and  Unforeseen. 

One  major  problem  area  in  obtaining  or  meeting  established 
targets  has  been  the  extremely  complex  task  of  designing  and  com- 
pleting construction  work.  Much  of  this  difficulty  is  compounded  by 
the  financial  process  which  provides  funding  authority  only  for 
disbursements  made  during  the  year.  Upon  fiscal  year  expiration,  all 
unspent  monies  revert  to  the  Consolidated  Working  Fund,  which  is  the 
treasury  account  from  which  releases  to  departments  and  ministries 
are  made.  As  discussed  earlier,  this  creates  many  program  management 
difficulties  for  operating  officials  faced  with  the  necessity  of 
committing  themselves  to  a purchase  or  contract  whose  completion 
extends  beyond  the  close  of  the  fiscal  year. 


Budgeting  Capital  Investment 


Capital  investment  items,  including  major  procurement  and/ 
or  construction,  by  their  nature,  may  involve  periods  extending 
beyond  a single  fiscal  year  for  successful  completion.  Therefore, 
if  KMG  must  continue  to  operate  on  an  annual  disbursement  basis, 
it  should  make  some  other  provision  for  the  financing  of  these 
long-term  expenditure  items.  This  becomes  especially  critical  when 
we  recognize  that  development  plans  and  targets  are  so  greatly  de- 
pendent upon  the  orderly  completion  of  these  extraordinary  and  non- 
recurring items  of  expenditures.  It  becomes  exceedingly  difficult 
to  make  up  for  delays  encountered  in  these  types  of  activities. 

Recommendation  11.  HMS  should  consider  financing  major  capital 

investment  projects,  including  construction  of 

facilities  on  a no-year  or  multi-year  basis. 

This  would  mean  that  monies  appropriated  for 

this  purpose  would  remain  available  until  the 

project  is  completed  or  expiration  of  the 

multi-year  authorization  period  (e.g.  author- 

ized for  three  years  from  date  of  approval) 

has  occurred. 

Orderly  time  phasing  and  completion  of  construction,  as  well 
as  better  estimates  of  facility  costs,  might  also  be  achieved  if 
construction  and  design  were  performed  in  separate  years.  Too 
often,  organizations  begin  planning  and  designing  during  the  year 
of  authorization  and  are  unable  to  initiate  or  complete  construc- 
tion during  the  budget  year. 

Recommendation  12.  With  greater  attention  and  emphasis  on  long  range 

planning,  it  is  recommended  that  ministries  and 

departments  consider  their  construction  needs  in 

the  long  run  and  be  able  to  program  for  preparation 

of  plans  and  specifications  prior  to  actual  ap- 

proval of  construction  items. 

MFA  - Delegation  of  Authority 

A review  of  the  MFA  techniques  for  program  implementation, 
financial  administration,  and  program  evaluation  showed  that  in- 
adequate staff  resources  were  available  at  the  ministry  level  to 
adequately  coordinate  and  evaluate  departmental  efforts.  At  present, 
requests  for  funds  submitted  through  the  Secretary's  office  are  not 
reviewed  in  terms  of  targets  accomplished.  At  best,  they  are  given 
minimum  review  from  a solely  expenditure  point  of  view.  This  pro- 
cedure may  be  changed  next  year  if  the  FM  proposal  to  release  funds 
directly  to  the  concerned  departments  is  implemented. 
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The  current  but  inadequate  procedure  maintains  the  proper 
organisational  relationships s even  though  requests  do  not  receive 
adequate  program  analysis  and  evaluation  in  terms  of  program  per- 
formance related  to  fiscal  requirements.  Elimination  of  even  the 
minimal  MFA  level  of  involvement  would  be  a step  in  the  wrong 
direction. 

One  of  the  major  weaknesses  in  the  current  operation  is  the 
relatively  independent  and  uncoordinated  operation  by  the  department- 
level  organisations.  MFA  is  established  as  an  integrated  program 
serving  the  sectoral  needs  of  the  Nepalese  people  and  Government. 
Accordingly , the  Ministry  program  should  be  operated  on  a siscsilar 
basis,  and  overall  program  direction  should  be  exercised  at  the 
Ministry  level. 

In  previous  years,  certain  budgetary  authorities  were  delegated 
to  the  department  heads.  They  were  permitted  to  shift  funds  between 
the  budget  sub-heads  under  their  jurisdiction.  However,  this 
authority  was  withdrawn  by  the  FM  this  year.  To  re-establish 
overall  sectoral  direction  in  conformance  with  the  national  plan- 
ning objectives,  it  is  suggested  that  positive  action  be  taken  to 
increase  the  MFA  operating  authority  over  the  departmental  programs. 

Recommendation  13.  One  method  of  achieving  a coordinated  program  and 

policy  direction  is  to  provide  the  MFA,  with  the' 

Secretary  as  the  chief  operating  official,  author- 

ity to  shift  between  budget  sub-heads  making  up 
the  Ministry  program.  The  authority  to  be  dele- 

gated may  be  equal  to  that  previously  exercised 
by  the  department  heads,  but  withdrawn  by  the  FM 

this  year.  3/ 

MFA  - Evaluation  of  Program  Performance 

This  authority,  with  necessary  staff  resources  and  information 
reporting  techniques,  will  provide  the  Secretary  with  a more  effective 
means  of  obtaining  coordinated  program  and  operating  control  over  the 
Ministry's  activities. 

Recommendation  14.  For  a more  effective  tool  for  evaluation  of  program 

performance,  one  which  relates  progress  reporting  and 

financial  progress,  the  MFA  should  inaugurate  a 

combined  reporting  system  integrating  information 

currently  furnished  separately  on  progress  and 
expenditure  reports.  A suggested  format  1®  attached 

as  exhibit  No.  8.  This  form  should  support  all 

quarterly  requests  for  additional  funds  and  might 

substitute  for  progress  and  expenditures  now  being 

submitted . 


3/  Amend,  to  sec.  9 of  the  Fiscal  Administration  Regulation,  1969, 

-•»  tubu  s.  -:d  in  the  Nepal  Gazette,  Vol.  19,  No.  14  Extraordinary, 

July  jo , i.969. 
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The  staff  resources  required  to  undertake  this  added  aspect  of 
program  management  can  logically  be  combined  with  the  program  planning 
and  evaluation  staff  in  the  Economic  Analysis  and  Planning  Division. 
However,  as  constituted,  this  group  combines  staff  and  program  re- 
sponsibilities. We  have  dealt  with  the  former  in  the  earlier  part  of 
this  report.  The  latter  includes  the  MFA  economic  research  activities, 
including  such  research  programs  &s:  farm  management  and  production 
research;  price  analysis;  marketing  economics  studies;  etc.  The  need 
for  this  type  of  research  is  becoming  increasingly  critical  and  KMG 
activities  in  this  direction  will  increase.  I would  anticipate  that 
the  dual  responsibilities  of  this  Division  will  tend  to  conflict  as 
the  director  is  required  to  serve  both  as  a staff  advisor  to  the 
Secretary  in  overall  program  planning  and  as  a program  operating  official. 

Therefore,  it  would  seem  logical  to  combine  program  planning  and 
program  implementation,  which  is  a.  natural  out  rowth  of  the  operational 
evaluation  responsibilities  currently  assigned  into  a single  entity. 

This  will  also  establish  a focal  point  within  the  MFA  able  to  deal 
with  the  various  elements  in  the  FM.  This  correlation  of  performance 
and  fiscal  evaluation  should  permit  the  restoration  of  confidence  by 
the  FM  in  the  validity  of  'MFA  program  and  financial  management , repperss , 
and  requests. 

Recommendation  15.  A new  unit  should  be  established  reporting 

directly  to  the  Secretary  which  would  combine 

the  program  planning,,  budgeting,,  performance, 

evaluation,  and  financial  analysis  responsi- 

bilities. This  group  would  work  directly  with 
the  Finance  Ministry  on  matters  dealing  with 

budget  preparation  and  release  of  funds. 

Clarification  of  Authorities,  Delegations,  etc. 

Another  problem  encountered,  perhaps  typical  of  the  traditional 
bureaucratic  method  of  operation,  is  the  lack  of  uniform  understanding 
of  existing  delegation  and  authorities  of  operating  officials.  Failure 
to  reproduce  and  widely  disseminate  copies  of  relevant  laws,  rules, 
regulations , and  procedural  manuals  contributes  to  the  confusion  and 
lack  of  resolve  to  act  on  the  part  of  the  operating  officials.  These 
officials  generally  are  more  concerned  about  being  held  liable  for 
violations  of  rules  than  program  accomplishment.  Examples  of  the 
interpretative  problems  created  are: 

A.  Conflict  in  budgetary  delegation  listed  in  the  Fiscal  Ad- 
ministration (see  footnote  3)  and  the  AID  Administrative 
Standard  Provision  annex  (part  I),  which  authorizes  the 
project  director  to  shift  funds  between  sub-activities. 

B.  Determination  whether  HMG  "carryover"  limitations  apply 
to  funds  furnished  to  government  corporations. 
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Recommendation  16.  Operating  officials  should  be  apprised  of  the 

sources  of  authoritative  determination  of  rulings 

and  interpretations,  and  that  rulings  and  issuances 

be  distributed  Ira  a prescribed  and  orderly  fashion. 

Future  Program  Assistance 

HMG  officials  have  accomplished  a great  deal  in  developing  and 
initiating  a program  budgeting  sysfetu  A good  deal  o£  additional 
training  in  the  techniques  of  system  analysis  and  program  budgeting  is 
obviously  necessary,, however • Continued  emphasis  and  encouragement  is 
necessary  to  facilitate  the  integration  and  understanding  of  the 
system  in  all  levels  of  mansgsaant. 

If  this  process  is  to  succeed,  it  must  also  be  supported  by  the 
development  of  more  sophisticated  systems  of  evaluation  of  program 
implementation  performance,  accounting,  and  reporting.  Several 
improvements  in  these  areas  are  being  considered  for  implementation 
in  the  immediate  future.  However,  additional  consideration  may  have 
to  be  given  to  integrating  them  with  the  needs  of  the  PBS. 

In  view  of  these  considerations,  it  will  appear  that  HMG  needs 
advice  and  assistance  in  developing  an  improved  capability  in  program 
administration  and  management.  Without  this  emphasis,  the  most 
sophisticated  techniques  and  improvements  become  valueless. 

It  is  my  feeling  that  a budgeting  advisor,  Nepalese  or  foreign, 
who  combines  program  planning,  system  design,  and  program  operational 
experience  may  profitably  be  assigned  to  the  MFA.  He  should  expect 
to  spend  a good  portion  of  his  time  in  working  with  MFA  in  the  pro- 
gram  administration  area  to  help  instill  a sense,  an  attitude,  and 
motivation  for  achieving  targets  and  goals.  He  could  most  effective- 
ly be  assigned  to  the  suggested  newly  constituted  organization  with 
the  broadened  responsbility  for  budgeting  and  program  implementation. 

If  success  can  be  achieved  in  improving  the  administrative 
efforts  of  the  MFA,  the  program  techniques  might  be  applied  to  other 
ministries  with  similar  planning  and  operational  problems. 
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Exhibit  No.  1* 


ANNUAL  DEVELOPMENT  PROGRAM  FORM  FOR  2027/28 


Interpretation  and  guidelines 

Since  it  is  not  possible  to  rationally  allocate  and  evaluate 
government  expenditures  in  the  context  of  planned  economic  develop- 
ment on  the  basis  of  traditional  budgetary  system,  the  Program 
Budgeting  System  was  started  from  the  FY  2026/27.  The  adoption  of 
PBS  has  become  all  the  more  necessary  for  evaluation  and  designing 
of  the  annual  programmes  conforming  to  the  objectives  and  targets 
set  forth  in  the  Plan.  Change  from  one  system  to  another  must  evolve 
gradually.  Last  year's  experience  in  this  respect  is  very  encour- 
aging and  much  more  improvement  in  the  system  seems  possible  in  the 
years  to  come.  Its  success  depends  to  a great  degree  upon  the  initi- 
ative, understanding  and  cooperation  of  the  various  ministries  and 
departments  of  HMG.  It  is  therefore  very  important  for  them  to 
understand  the  objectives  of  PBS  and  to  prepare  annual  programs  and 
budgets  consistent  with  these  objectives.  The  essence  of  PBS  is  to 
allocate  annual  development  outlays  in  such  a manner  that  they  are 
consistent  with  the  policies  and  priorities  fixed  by  HMG  and  that 
they  are  in  the  interest  of  both  long  run  and  short  run  benefits. 

'rhla  requires  a program  oriented  method  of  budget  preparation  and 
evaluation  and  implies  a need  for  improvement  in  the  budget  struc- 
ture first  of  all.  It  should  be  noted  here  that  most  of  the  ex- 
penditure items  in  our  old  development  budget  were  not  consistent 
with  the  specified  programmes  and  objectives;  for  instance,  most  of 
the  budget  heads  were  not  according  to  the  programmes  but  according 
to  the  various  organizations.  But  under  the  PBS,  it  is  reversed  in 
that  it  allocates  expenditures  to  the  specified  programmes  only 
after  the  receipt  of  programme  outlines  from  the  various  departments. 
Programme  Forms  have  been  devised  for  this  purpose. 

In  the  Forms,  description  of  each  development  programme  being 
implemented/ to  be  implemented/separately  identifiable  should  be  written. 
Development  programme  means  the  construction  projects  such  as  roads, 
irrigation,  or  development  works  like  malaria  eradication,  adult  edu- 
cation programme,  family  planning,  livestock  development,  etc.  It  is 
necessary  for  each  department  to  define  the  units  of  programme  before 
starting  to  fill  up  the  Forms.  While  defining  a unit  of  programme 


* Unofficial  translation  from  Nepalese. 
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each  department  should  identify  its  objectives  and  th©  group  of 
works  directly  related  to  a particular  objective.  Having  identi- 
fied departmental  objectives,  a program©  can  be  defined  as  a 
group  of  work©  which  directly  contributes  to  the ^fulfillment  of  an 
objective.  Sometime©  the  department  may  be  required  to  prepare  a 
separate  description  for  each  component  of  the  programme  - 9Ssufe- 
programme*'  - using  separate  programme 'Forms  for  each  component. 

There  are  as  many  different  programmes  undertaken  as  there  are 
departments  and  their  objectives.  Each  of  the  programmes  may  con- 
sist of  sub-programmes.  Details  of  each  main  program©  and  sub- 
programme  should  be  completed  in  separate  programme  Forms  as 
stated  above,  hence  the  elaboration  of  this  point. 

Every  possible  attempt  should  be  aide  to  give  relevant  statis- 
tics and  information  in  support  of  each  programme.  Additional  sheets, 
if  needed,  can  be  attached  to  the  Form.  Each  question  of  the  Fora 
has  been  elaborated  hereunder? 

I . 

Programme  Form  No.  1;  Summary  of  Annual  Development  Programme© 

Each  Department  is  required  to  return  this  Farm  summarising 
details  of  individual  programmes  and  projects  submitted  by  various 
offices  under  the  Department.  In  other  words,  this  Form  is  the  list 
of  programmes  under  each  Department.  If  the  Form  space  is  not 
sufficient  to  enlist  bll  the  programmes,  additional  sheets  can  be 
attached  to  it.  After  all  the  programme  descriptions  are  filled  up. 
Department  should  give  total  figure  under  each  column  except  for 
columns  1 and  2. 

Programme  Form  No.  2?  Annual  Development  Programme  Form 

This  Form  require©  description  of  each  development  programme, 
being  implemented  and/or  to  be  implemented  by  each  Department  under 
each  Ministry.  Separate  Form  for  each  individual  programme  should 
be  used. 

Serial  No.  1; 

Project  Title?  State  title  of  the  progranane  or  of  the  project 
as  defined  earlier. 

Serial  No.  2; 

Project  Site?  Mention  name  of  the  district  and  ©one  where  it 
is  being  conducted/to  be  conducted.  If  it  is  country-wide,  mention 
"Nepal11.  If  it  is  limited  to  certain  geographic  region,  identify 
accordingly:  eastern  Terai,  mid-Terai,  western  Tersi,  eastern  hills, 
western  hills,  Kathmandu  valley,  etc. 
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Serial  Mo.  3: 


Current  Status  of  the  Project;  Describe  present  position  of 
the  project  as  required  by  the  Form.  Her®,  "raeurring  project" 
means  & project  which  may  continue  through  unknown  period  of  time. 

Serial  No,  4: 


Date  Project  Started  or  to  be  Started;  Indicate  month  end 
year  the  project  was  started.  In  esse  of  a new  project  to  be  started, 
mention  possible  month  and  year. 

Serial  No.  5; 

Estimated  Date  of  Completion;  Mention  month  and  year  the  project 
will  be  completed.  If  the  project  is  recurring  one,  mention  accord- 
ingly. 

Serial  No.  6; 

Estimated  Life  Period  of  the  Project;  For  investment  projec: 
such  as  roads,  school  buildings,  irrigation,  electricity  generation, 
etc.,  estimate  years  of  service  the  project  will  provide  after  its 
completion. 

Serial  No.  7; 

Description  of  the  Project;  Describe  nature  and  characteristics 
of  the  project  and  its  physical  and  technical  features. 

Serial  No.  8; 

Importance  of  the  Project;  Describe  in  detail  why  the  project, 
was  started  or  is  to  be  started,  its  objectives  and  targets.  While 
justifying  its  importance,  give  data  of  demand;  for  example, 

estimated  consumption  demand  for  power  from  the  new  electricity 
generating  project,  or  the  number  of  vehicles  that  will  use  newly 
constructed  roads. 

Serial  No.  9; 

Benefits  from  the  Project;  It  is  important  to  show  the  benefits 
from  the  project  clearly  and  in  quantitative  terms  as  far  &s  possible. 
Hence,  the  classification  of  the  benefits  in  this  Form.  "Production" 
means  production  of  both  physical  goods  and  services.  There  are 
several  projects  that  provide  services  rather  than  physical  goods. 

The  volume  of  services  should  be  shown  under  "Production";  for  in- 
stance,  production  of  the  adult  literacy  programme  can  be  expressed 
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in  terms  of  number  of  adults  being  made  literate.  Indirect  benefit 
of  such  programme  can  be  further  stated  under  (f)  or  (g).  Similarly, 
the  benefit  from  the  road  construction  can  be  expressed  in  kilometers 
of  road.  Other  benefits  from  such  project  should  be  written' under 
(b),  (c),  (d),  (e),  (£),  and  (g) . The  benefits  to  be  described  under 
(b) , (c),  (d),  and  (e)  are  self-explanatory.  If  the  project  is  of 
complementary  nature,  for  instance,  road  construction  project  in 
certain  region  will  contribute  to  the  departmental  or  other  develop- 
ment programmes  of  HMG  after  its  completion,  this  should  be  described 
under  (£).  Benefits  other  than  those  described  under  items  (a)  - 
(f)  can  be  stated  under  (g)*,  for  example,  effect  of  a power  project 
on  the  agricultural  and  industrial  development  of  a particular  geo- 
graphic region.  It  should  be  especially  noted  that  the  benefits  are 
shown  in  quantitative  amounts  and  are  described  briefly  and  clearly. 

Serial  Mo.  10; 

Expenditure  of  the  Project;  This  means  direct  cost  to  complete 
or  to  implement  the  programme  or  the  project.  Care  should  be  taken 
to  include  an  estimate  of  annually  recurring  contingency  expenditures 
to  be  incurred  after  completion  of  the  project.  Such  estimate  should 
include  all  such  expenditures  as  repairs  and  maintenance,  pay  and 
allowance,  travelling  and  daily  allowances,  purchase  of  non-durable 
goods,  etc.  Since  the  "total  estimated  expenditures  to  complete  the 
project"  and  "annually  recurring  contingency  expenditures"  in  respect 
of  continuing  projects  is  not  possible  to  work  out,  they  can  be 
ignored  for  that  matter,-  nonetheless?mention  should  be  made  accord- 
ingly. Revised  estimate  of  expenditures  for  1969/70  should  be 
based  on  actual  amount  for  the  current  year  and  expenditures  likely 
to  be  incurred  by  the  end  of  the  fiscal  year.  Budget  estimate  should 
not  be  shown  as  revised  estimate. 

Serial  No.  11: 


Details  of  Expenditures:  Revised  estimate  of  1969/70  under 
serial  No.  10  and  the  estimate  for  1970/71  should  be  shown  separately 
as  indicated  in  the  Form.  It  will  be  easier  to  give  details  of  ex- 
penditures because  numbers  of  budget  items  are  indicated  therewith. 
"Current  Grant"  under  "Grant"  (Budget  item  No.  8)  heading  means  recur- 
ring expenditures  such  as  pay,  allowances  granted  to  bear  current 
expenses , etc.;  "Capital  Grants"  means  those  expenditures  which  are 
granted  to  purchase  durable  goods,  to  construct  capital  structure, 
or  for  improvement  of  capital  assets. 

Serial  No.  12; 


Targets  and  Progress  of  the  Project:  Describe  achieved  progress 
or  the  targets  of  the  project  in  specified  years  under  appropriate 
columns.  Describe  progress  and  targets  directly  concerned  with  the 
project  and  its  objectives.  Give  progress  and  targets  in  quantity; 
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for  example,  kilometers  of  road  constructed,  number  of  hospital 
beds  provided,  number  of  nur©<aa  trained,  number  of  exhibitions  of 
improved  agricultural  method©  held,  number  of  soil  staples  surveyed, 
metric  tons  of  improved  seed  distributed,  hectares  of  land  irrigated, 
hectares  of  forest  conserved,  number  of  trainees  trained,  etc.  Each 
Department  should  decide  beforehand  a©  to  how  the  programme  can  be 
expressed  in  quantitative  terms  and  the  progress  and  targets  should 
be  shown  accordingly. 

Serial  No.  13; 

Manpower;  Under  this  Table,  details  of  each  category  of 
employees  and  labourers  directly  involved  in  implementation  of  the 
project  or  programme  should  be  given.  Estimate  should  be  made  of 
the  number  of  employees  and  labourers  working  at  the  end  of  - Ashed, 
2027  end  the  number  of  employees  to  be  added  during  the  FY  1970/71. 
Category  of  employees  and  labourers  whether  "administrative1”, 
"technical"  or  "other"  should  be  identified  by  the  Department  it- 
self. "Technical"  employees  can  be  further  identified  as  engineer, 
machine  operator,  surveyor,  agriculture  technicians,  agriculture 
extension  workers,  primary  school  teacher,  nurse,  etc. 

Serial  No.  14; 

Difficulties;  Fully  describe  possible  difficulties  to  be 
encountered  in  course  of  project  implement  at  ion-  and  suggest  solu- 
tions. 

Serial  No.  15; 

Other  Remarks;  Mention  any  other  opinion.  'Also  mention  if 
other  project  or  programme  under  the  same  Department  or  outside  is 
needed  to  make  the  project  a success. 
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CIRCULAR  MO,  2 

ANNUAL  DEVELOPMENT  PROGRAM  BUDGETING  AMD 
DEVELOPMENT  BUDGET  ESTIMATE  FOE  2027/28  (196#/ 70) 


According  to  the  decision  of  HMG  to  prepare  development 
budget  estimates  strictly  on  the  basis  of  economic  analysis  of 
the  development  programmes , the  Programme  Budgeting  System  was 
introduced  in  FY  2026/27  (1968/69).  With  the  introduction  of  the 
system,  it  has  become  easier  to  allocate  development  expenditures 
rationally  and  to  laova  the  development  works  ahead  in  accordance 
with  the  priorities  and  objectives  of  the  Plan.  Cooperation  extend- 
ed by  all  the  departments  in  the  operation  of  this  system  was  no 
less  important.  The  Finance  Ministry  hopes  that  the  same  kind  o£ 
cooperation  from  all  the  departments  will  continue  in  the  prepara- 
tion of  development  programmes  ©nd  the  budget  for  FY  2027/28 
(1969/70). 

Soaa  revision®  have  been  mad®  in  the  Programme  Budget  Form 
with  the  experience  ©f  2026/27  (1968/69).  It  is  hoped  that  these 
Fora®  will  help  departments  present  the  f&ets  concerned  with  the 
progresses  much  more  clearly. 

Since  the  FY  2027/28  (1969/70)  will  be  the  first  y@&r  of  the 
Fourth  plan,  the  departments  should  prepare  their  development  pro- 
grammes according  to  the  objectives  and  priorities  set  forth  in  the 
Fourth  Plan. 

OBJECTIVES  OF  THE  FOURTH  PLAN 

1.  To  prepare  conditions  conducive  to  the  creation  of  exploit©- 
tionlese  society; 

2.  To  maximise  national  production  during  the  Fourth  Plan  period 
with  a view  to  provide  minimum  consumption  needs  as  well  as  to 
build  infrastructure  basic  to  the  sustained  growth  in  the  long- 
run.  To  attain  this  objective: 

a.  more  internal  resources  will  b.e  mobilised; 


* Unofficial  translation  from  Nepalese. 
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b.  economic  benefit  from  the  development  expenditures  will 
be  stressed; 

c.  development  effort©  will  be  e©nc<snt  rated*  for  which.? 

(1)  effort©  shall  be  concentrated  t©  the  maximum  benefit 
yielding  sectors  by  maximum  utilisation  of  available 
resource© ; 

(2)  growing  point®  in  the  selected  geographical  regions 
will  be  created;  and 

d.  investment  in  private  sectors  will  be  encouraged. 

3.  To  regulate  price  and  international  trade  as  well  as  stabilise 
economy; 

4.  To  expand  and  diversify  international  trade  of  Nepal; 

5.  To  utilise  manpower  to  the  maximum  possible  extent  and  control 
population  growth  rate  in  the  future. 

Above  objectives  have  been  elaborately  explained  in  Chapter  III 
of  Preliminary  Draft  of  the  Fourth  Plan  published  by  National  Plan- 
n i ng  Commi" ssiosTTn ' ~Fag©on Feb/Mar)  *'""2025 . 

It  should  be  noted  here  that  the  merits  of  all  the  programmes 
for  2027/28  submitted  by  the  departments  shall  be  judged  against  the 
above  mentioned  objectives  and  priorities.  In  designing  the  current 
programmes  or  new  ones,  each  ministry  and  department  must  be  sure 
that  they  conform  to  these  objectives.  The  Finance  Ministry,  there- 
fore, requests  them  to  tailor  their  current  programmes  to  the  needs 
of  the  Fourth  Plan  objectives. 

Enclosed  herewith  are  the  appropriate  Forms  and  the  explana- 
tory notes.  There  are  two  kinds  of  Forms?  (1)  Summary  of  Develop- 
men t Programs  (Prog.  Form  No.  1)*  and  (2)  Development  Programme 
Form  (Prog.  Form  No.  2).  Before  starting  with  the  Forms*  explanatory 
notes  should  be  carefully  read  and  the  Forms  should  be  filled  up  in 
accordance  with  the  guidelines.  On®  copy  each  of  the  completed  Forms 
must  reach  the  Finance  Ministry  on  or  before  the  end  of  Jan/Feb,  2026. 

Each  ministry  should  submit  the  completed  Forms  along  with  one  organi- 
sation chart  with  appropriate  description  showing  location  of  respon- 
sibilities for  carrying  out  programmes  by  subordinate  departments, 
divisions,  sections  and  field  offices.  Upon  receipt  of  the  Forms, 
the  Finance  Ministry  will  scrutinise  them  all  through  the  month  of 
Feb/Mar,  discussing  over  all  details  ®£  programmes  with  each  depart- 
ment of  the  concerned  ministry.  Once  the  programmes  are  finalized 
thus,  the  Finance  Ministry  will  issue  instructions  by  15  Mar/ June, 

7026  to  the  ministries  to  prepare  Development  Budget  for  2027/28. 
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During  Marga  and  Boush  ©f  2016  January)  the 

Finance  Ministry  will  also  discus#  with  various  department©  about  the 
guidelines  given  in  the  Programme  Forms  and  th©  policies  regarding 
development  programmes  for  2027/28» 

The  budget  estimate  for  the  development  projects  of  2027/28 
(1969/ 70)  as  approved  by  the  Finance  Ministry,  and  the  estimated 
balance  of  the  project  .expenditures  up  to  the  .end  of  June/July  2G27S 
should  reach  BIC  faction  on  or  before  15  April/May  2027  and  on  or 
before  the  end  of  April /May  2017  respect ively.  Section®  4,5,6,  and 
8 o£f^he=”Budget  C l r.duf @ will  be  applicable  to  this  Circular 
too. 


Lastly,  ft  should  be  noted  that  the  completed  development 
prograpaae  Forms  are  duly  approved  by  the  Secretary  of  the  concerned 
ministry  before  they  are  submitted  to  the  Finance  Ministry. 


Msrg  2026 


Finance  Ministry 
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SUGGESTED  PROGRAM  STRUCTURE  FOR 

HMG  MINISTRY  OF  FOOD ' AND  AGRICULTURE  "BUDGET 


CATEGORY 

I . IMPROVE  INCOME 


OUTPUTS 


m S ACTIVITY 

(Budget  Nee ^3 


Fans  Loan  Prog  rasas 

1 . Ownership 

2.  Management  Improvement 

3.  Administrative  Expenses  for  Loans 
Non-Farm  Enterprise  Loan  Program 


II.  INCREASE  FOOD  & AGRICULTURAL  PRODUCTION 
Food  Grain  Production 

1.  Area  Sown 

2.  Seed  Distribution 

3.  Fertilizer  Distribution 

4.  Agricultural  Implements  Introduced 
3.  Pesticides  & Insecticides  Used 

6.  Agricultural  Input  Loans 
Livestock  Development 

1.  Dairy  Herd 

2.  Draft  Animal 

3.  Poultry  A Egg 

4.  Sheep 

Horticultural  Improvement 

1.  Fruit  Tree 

2.  Vegetable 
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Fishery  Development 

Animal  & Pest  Control 


OUTPUTS 


HMS  ACTIVITY 


Water  Conservation  & Development 

Production  Efficiency  Reise&geh 

1.  Genetic  & Varietal  Ipprovette&t 

2.  Improved  Management  Practices 

3.  Improved  Agricultural  Engineering 

4.  Livestock  Improvement 

5.  Input-output  Relative® 

6.  Soil  & Water  Conservation 
Transferring  of  Production  IngormatiLea 

1 . Dissemination  of  Printed  Material. 

2.  Training  for  Farmers 

3.  Field  Days  & Farm  Demonstration 
m.  FOOD  MARKETING  & DISTRIBUTION 

Food  Product  Processing 

1,  Slaughter  House  Development 

2,  Carcass  Utilisation 

3.  Commercial  Fishery s etc. 

4.  Fruit  & Vegetable 
Product  Grading  & Inspection 

1.  Food  Grain  Testing 

2.  Markets  & Products  Inspection 
Market  News 

Export  Market  Development 
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IV,  FOOD  & NUTRITION 


OUTPUTS 


KMG  ACTIVITY 


Nutritional  Improvement 

Food  Distribution 
Dissemination  of  Information 
V,  COMMUNITY  DEVELOPMENT  SERVICES 
Rural  Youth  Programs 
Family  Living  Improvement 

Resettlement  Assistance 

1.  Projects 

2.  Financial  Aid 

VI.  AGRICULTURAL  EDUCATION 
Professional  Training 

1 , Fields 

Non-Professional  Training 

1.  JT  & JTA  Trained 

2.  Training  Material  Developed 

VH.  GENERAL  ADMINISTRATION  & PROGRAM  SUPPORT 
Program  Policy  Direction 
Budgetary  & Financial  Management 

General  Operations 

Production  Administration 

Education  6c  Information  Dissemination 


Ha  v 7,  1970 

< ' 
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Appendix 


Seminar 

on 

Program  Budgeting 

in  the  US  Department  of  Agriculture 

by 

G@©rg©  Waldmen 
Progress  Budget  Advisor 
HMG  Ministry  of  Food  & Agriculture 


May  10,  1970 


- Ia  P*«^tation,  1 try  to  cmfcline  the  USM  approach  to  Program 
Budget  log  not  because  to  have  a©  much  to  teach  you,  but  rather  by  sharing 

S086*  ®f  our  ®xP®srieace®  **Sht  see  that  your  problems  end  frustrations 
^i£h  Progrsaa  Budgeting  sr@  not  unique „ 

in  the  USuA,  and  the  US  Federal  Government , to  identify  the  activity 

as  Program,  Planning,  Buigoeing  System  (PPSS),  with  a graat  sJeel  sf  aphasia 

on  the  "S'*  in  PP8S.  By  this  w.  h<*e,  PPBS  is  a syscaa  to  mka  decisions, 

primarily  public  policy  and  resource  allocattoa  decisions,  eo  a systematic 
basis. 

tnis  potot  tne  um&l  response  or  question  that  arises  is  that  these© 
decl8ione  ar®  mad®  a “ch  >**•*  level  - I disagree,  because  it  seems  to 
“ £itta£  d<acieions  or  choicss  ®ede  at  every  operating  level.  Certainly 
this  becomM  obvious  to  you  gentlemen,  operating  a®  Department  heads  - where 
your  main  activity  is  the  mgnigulation  of  roaourega  to  achieve  certain 
objectives  or  targets.  Perhaps  to  pr efer  the  term  sieger,  rather  than  manipulator 
ia  either  case  what  w@  have  to  do  is  work  within  the  system  which  is  primarily 

a COOJL  to'help  ue  succa0d  ia  «»  endeavor®.  But  It  seems  to  me  that  success 
is  largely  dependent  upon  our  understanding  the  systssa,  learning  to  work 
w;itch  it,  and  it  you  are  a successful  bureaucratic,  malting  it  work  for  you. 

Igg...  not  ag  attempt  to  centralize  decision  making 

What  is  P?BS  ? ifc  18  • system  comprised  of  interrelated  management 
operations  each  contributing  to  the  end  purpose  of  the  system  - which  are 
improved  program  planning  and  budget  decisions.  The©©  components  are 
interrelated  and  can  be  envisioned  as  an  unending  circle  with  each  phase 
providing  feed-back  to  the  others. 
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The  operations  ares 

Multi-Year  Planning 

Programing 

Budget  Formulation 

Budget  Execution 

Progress  Reporting 

Auditing  & Program  Appraisal 

Most  of  these  steps  are  familiar.  All  bureaucrats  hsv©  been  prepar- 
ing budgets,  getting  them  approved,  carrying  them  out,  reporting  on  results 
and  submitting  somewhat  apprehensively  t©  auditor^  scrutiny. 

In  the  USBA  we  have  carried  out  analysis  ©£  planning  activities  before 
PPBS*  as  a part  of  our  overall  program  a&asg ©mant  operation.  Then,  what 9 a 
new  in  the  USBA  efforts? 

First  - We  have  attempted  to  redefine  our  departmental  activities  in.s 
comprehensive,  program  oriented  planning  framework  focusing  on  the  major 
problems  to  be  solved  rather  than  resources  being  used;  Identifications  by 
purpose  rather  than  organisational  entity;  output,  rather  than  input  oriented. 
Second  - 'Applications  of  systematic  analysis  t©  the  public  programs  . "Many 
people  assume  that  this  only  means  dependence  upon  quantitative  or  system 
analysis,  e.g.,  using  statistics,  mathematics,  economies  . This  is  not  so. 
Certainly  not  everything  is  or  can  b®  reduced  to  numbers.  In  our  analysis 
we  try  to  recognize  policy  and  social  considerations.  However,  where 
numbers  are  relevant  they  should  be  used  because  they  help  make  better 
dec! a ions , 
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Third  - Extension  of  our  analysis,  policy  making  and  budgeting  fia© 
horizon  over  a multi-year,  rather  than  the  one -year , which  w&b  the  approach 
under  conventional  budgeting. 

And  finally  - revised  and  improved  information  systems  to  provide  & better 
basis  for  analysis,  evaluating  program  performance  and  decision  making 
which  is  continually  going  on. 

In  other  word©  PFB2J  was  developed  to  correct  certain  <s2efioienci©@  in 
our  previous  planning  and  budgeting  approach,  e.g„: 

a.  Emphasis  on  resources  consumed  rather  than  problems  to  b©  solved. 

b.  Short  time  horizons  which  emphasized  first  order  costs  and  effects. 

c.  Failure  to  apply  existing  analytic  techniques  to  public  programs 

We  found  that  the  shift  in  focus  under  PPS8,  from  organization  to 

purpose,  presents  bureaucrats  with  the  greatest  transitional  problem.  $?© 
are  used  to  thinking  about  end  managing  activities  on  an  organisational 
basis.  Research,  credit,  soil  and  water  man.ag@s®nt , education  and  extension 
as  you  see,  the  USDA  and  the  Ministry  Food  ard  Agriculture  are  similarly 
organized. 

Functional  Organization  has  many  advantages  for  ffifimag^Jtiment ; recruiting, 
training,  manpower  utilization,  supervision^ and  control. 

However,  the  most  .efficient  way  to  do  a job  is  not  necessarily  the  best 
way  to  decide  what  ...should  be  done.  Public  problems  n©  longer  coincide  with 
traditional  organizational  boundaries. 

Therefore , our  planning  focus  must  be  in  terms  of  the  problems  to  b© 
solved  and  the  measures  or  successes  of  our  efforts  (output®}.  Xn  the  past, 
iocus  was  on  inputs,  resources  consumed.  These  ©re  more  easily  measured  and 
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accounted  for  but  they  don't  dbaocrlbe  results..  0s  the  ©thor  toto8  output 
measure®-  as©  sore-  madnimgfnl,  hut  ale©  more  difficult  to  doftne  end 
measure.  Accounting  ©y stem®  have  bean  designed  primarily  t©  told  bureaucrats 
responsible  for  us®  ©f  inputs..  Accouata&t®  rsaely  try  t©  wasm  or  evaluate 
outputs'  or  success^©  q£  Gag&mp&±®m*  However,  you  meat  understand 

that  we  don’t  pro^©©©  to  eliminate  coreiderefcic®  and-  :©£  input 

resources  (fumde,  p©©p-l®,  equipment)  . this  would  to  extremely  foolhardy 
since  government  resource®  sr<a  IfmlCed,  ®n©u^h  t©  satisfy  the  total 

bureaucrat©9'  request©.  ?$&-&£  I do  suggest  k©w@v@r,  is  that  if  you  hope  to  be 
successful  in  your  r©quu©t  for  a share  of  these  r©a@ur cae  you  will  have  to 
marshal  your  requests  in  toms  which  demonstrate  that  your  proposals  provide 
a mors  cost  effective  solution  to  the  probitee  government  is  frying  to  solve. 

The  formal  extension  of  time  her  Isons  for  ?PBS  is  another  key  feature  of 
the  USD  A PPBS.  la  conventional  budgeting  systems,  the  annual  y®«r  considera- 
tions fail  to  identify  end  highlight  the  cost®  md  consequences  of  proposal®. 
In  ©cm®  instances  this  can  be  beneficial  to  a a@w  program  proposal , ©specially 

one  with  low  start  up  costs,  obviously , however s the  planner  is  at  a 
disadvantage  if  he  is  unable  t©  assess  the  effect®  of  his  decision  ©n  future 

years'  programs.  Program©  with  long  lead  time  between  consumption  ©f  input© 
and  production  of  outputs  are  .seriously  disadvantaged  by  short  planning 
horizons.  Current  year  investments  in  research , water  resource  development, 
see. , cannot  be  justified  in  terms  ©£  next  year*®  outputs.  Furthermore , if 
your  planning  strategies  ©re  guided  by  long  range  development  plans,  if  makes 
sense  to  plan  and  budget  on  the  same  basis® 
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The  significance  of  these  considerations  only  becomes  meaning- 
ful When  it  ie  integrating  in  a process  of  systematic  analysis 
which s 


1.  Begins  to  clarify  goals  and  adjectives 

2.  Tries  to  establish  criteria  of  effectiveness  for 
evaluating  solutions 

3.  Searches  for  alternative  means  of  meeting  goals  and 
and  objective® 

4.  Evaluates  the  alternative  and  performance  in  terns  of 
explicit  criteria  related  to  the  specified  goals. 


USDA  PRQGRHJ4  STKUckjRB 


In  launching  the  PPB  system  in  1965 * the  first  thing  we  had 

to  do  was  establish  a comprehensive  planning  framework*- the 

Program  Structure . Previously * under  the  conventional  budget 

classifications  used* each  agency  (comparable  to  your  Department) 

had  its  own  goals  and  a distinctive  set  of  budgetary  program 

projects.  Though  we  recognised  that  many  agency  activities  were 

r 

similar  or  contributed  to  other  agencies®- activities*  no  effort 
waa  made  to  systematically  relate  them  -to  a common  planning 
framework. 

There  was  no  attempt  to  establish  an  overall  Department-wide 
set  of  related  goals  and  objectives  applicable  to  all  agency 
activities . 

The  PPBS  program  structure  attempts  t©  overcome  this  deficiency 
by  relating  each  agency's  common  goals  and  objectives  that  it 
shares  with  the  other  agencies.  The  task  of  designing  the  program 
structure  and*of  course* the  associated  output  measures  was  one 
o£  the  most  difficult  assignments  under  the  PPBS. 

Our  system  is  basically  a mission-oriented  structure  including 
some  17  basic  program  packages-or  Program  Categories.  Some 
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of  these  ares 

FARM  INCOME 

AGRICULTURAL  PRODUCTION  CAPACITY 
AGR  MKTG  & BIST. 

FOOD  & NUTRITION 
COMMUNITY  DEVELOPMENT  SERVICE 
PUBLIC  FACTORY  & BUSINESS 
RESOURCE  PROTECTION 
GENERAL  ADMIN 
PROGRAM  SUPPORT 

These  major  program  categories  are  broken  down  into  170 
program  elements,  which  are  the  basic  planning  increments  each 
related  to  specific  identifiable  bundles  of  resources  and  financial 
sources.  Actually,  in  some  instances,  we  find  it  desirable  tc 
break  our  elements  into  sub-elements,  possibly  identifying  com- 
modities  or  target  groups  (beneficiaries) . 

Under  this  system,  activities  such  as  research  or  extension 
are  treated  as  means  to  ends  rather  than  ends  in  themselves  and 
components  of  these  activities  can  be  distributed  among  the 
major  planning  categories. 

Because  many  of  our  activities  are  carried  out  in  cooperation 
with  or  have  similar  objectives  to  other  governmental  institutions, 
we  try  to  develop  compatible  program  planning  frameworks . Certainly, 

you  are  faced  with  this  situation  especially  in  the  fields  of 
ugrt  business  credit,  water  resources  mgt,  etc. 


Th®  mcond  of  conventional  budgeting  was  short  time 

horizon  of  the  annual  budget.  In  our  PPBS  w©  plan  our  program©  - 
on  an  element  basis  - over  a multi-year  period.  Our  Program  and 
Financial  Plan  (PFP}  idsmtifies  quantitative  output  targets 
by  year©  and  relate©  than  t©  resources  required,  to  achieve 
thee©  targets  which  are  perfected  over  a five  year  periods- the 
budget  year,,  plus  four  mro.  Therefore,  planning  and  budgeting 
can  be  handled  as  a continuous  process.  By  updating  subse- 
quent years  budgets  to  reflect  new  policies 9 progress  achieved 
and  other  considerations,,  you  have  next  year's  budget  before 
you.  For  example,  lust  May  we  began  to  work  on  our  FY  1971-75 
PFP  scheduled  to  begin  next  July  1 (our  cycle  is  much  longer  than 
yours) . While  congressional  hearings  are  now  being  held  on  the 
FY  1971  budget,  we  are  probably  beginning  to  work  on  the  FY  1972- 
76  PFP. 

A few  words  on  the  third  major  change  introduced  by  PPBS  - j 
greater  emphasis  on  systematic  analysis.  The  quantitative 
techniques  have  been  used  before,  but  PPBS  has  permitted  us  to 
develop  program  ' strategies  involving  the  selection  and  levels  of 
program  activities,  taking  into  consideration  the  grouping  that 
will  yield  maximum  benefit©  to  selected  target  groups  within 


q’.ven  budget  levels  or  at  minimum  costs  {which  are  separate  question! 
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Program  planning  mechanism*  as  organised  in  the  USDA,  is  a 
Department-wide  activity  with  participation  at  all  levels.  When 
the  system  was  launched,  the  Secretary  directed  each  of  the  larger 
agencies  to  establish  a full  time  analytic  staff.  At  the  same  time, 
he  established  a central  staff  called  the  Planning  Evaluation  and 
Programming  Staff  (PEPS) . 

The  program  agencies  develop  the  planning  proposals  and 
special  evaluation  studies.  They  submit  the  proposed  multi-year 
PFP  thru  the  PEPS  for  secretarial  level  consideration  and  decision, 
where  the  agency  proposals  are  reviewed,  modified,  and  approved  for 
submission  to  the  President  and  Congress. 

Program  Implements t ion 

Of  course  the  PPBS  ie  not  solely  concerned  with  development 
of  program  plans  and  budgets.  The  follow- through  or  implementation 
provides  the  program  pay-off.  Carrying  them  out  is  primarily 
the  responsibility  of  the  agency  heads  - on  delegation  from  the 
Secretary. 

While  the  Secretary  does  not  directly  implement  program,  he 
is  responsible  for  seeing  that  they  are  operating  effectively.  To 
discharge  this  responsibility,  he  needs  information  on  the  levels 
and  quality  of  agency  performance.  This  includes  an  assessment 
of  the  success  in  achieving  goals  or  targets  ,i . e . ,the  outputs  related 
to  resources  or  inputs  used. 


1©' 


W©  established  a ropoiteia®  system  called  Project  attainment 
Reporting  System  (PMMB)  which  was  initially  an  output  reporting 
system.  Mow  w©  are  integrating  resource  or  financial  reporting 
t©  give  the  Secretary  an  overall  assessment  of  output®  produced^  \ 
related  to  use  of  resource®  provided*  i 

In  conclusion*  I d©  not  want  to  leave  you  with  the  impression 
that  the  system  is  operating  @ssso©thly.  We  have  our  problems  and 
weaknesses.  But,  I can  say*  it  has  been  used  for  the  last  four  (4) 
years  to  make  program  decisions.  We  like  to  think  they  are  better 
decisions.  Mot  everyone  will  agree. 

We  still  have  JMiy-  problems*  but  the  major  considerations 
are  how  to  improve  the  system.,  and  how  can  we  make  it  work. 

Thank  you.* 


May  11*  197© 
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A SOIL  SURVEY  PROGRAM  FOR  LIBERIA.  David  F.  SI  usher, 

SCS.  US DA/AID.  1970. 

''  ‘ 2. 

PROGRAM  BUDGETING  IN  THE  MINISTRY  OF  FOOD  AND  AGRICUL- 
TURE OF  HIS  MAJESTY'S  GOVERNMENT  OF  NEPAL.  George 

Waldman,  FEDS.  USDA/AID.  June  1970. 

, %k  r^3- 

fW'  u 

EXPANDING  AGRICULTURAL  INFORMATION  SERVICES.  A REPORT 

TO  THE  GUYANA  MINISTRY  OF  AGRICULTURE  AND  NATURAL 
RESOURCES.  Lance  G.  Hooks,  C&MS.  USDA/AID.  January  1970 

4. 

THE  SCOPE  AND  METHODOLOGY  FOR  A SECTORAL  ANALYSIS  IN 
PANAMA.  Francis  A.  Kutish,  SEG.  USDA/AID.  July  1970. 

5. 

PLANNING  KOREA'S  AGRICULTURAL  DEVELOPMENT.  USDA/AID. 
August  1970. 

6. 

SMALL  CATCHMENT  HYDROLOGY  FOR  INDIA.  Kenneth  M.  Kent, 

SCS.  USDA/AID.  September  1970. 

VIETNAM  - PLANS  FOR  SEMINARS  ON  DEVELOPMENT  PLANNING, 
BUDGETING  AND  IMPLEMENTATION  OF  PROJECTS.  William  F. 
Litwiller,  FEDS.  USDA/AID.  November  1970. 

a. 

PROGRESS  REPORT  - DEVELOPMENT  OF  AGRICULTURAL  ECONOMIC 
RESEARCH  IN  JORDAN,  William  A.  Faugh t,  ERS.  USDA/AID. 
April  1971. 

THAILAND  SOIL  AND  WATER  DEVELOPMENT  PROJECT.  USDA 

Soil  Conservation  Service  Team.  USDA/AID.  April  1971. 

>10. 

A REVIEW  OF  CERTAIN  ASPECTS  OF  THE  FORESTRY  PROGRAM 

AND  ORGANIZATION  IN  INDONESIA.  Burnett  H.  Payne  and 

David  S.  Nordwall,  FS . April  23,  1971.  USDA/AID. 

n . 

AN  ANALYSIS  OF  THE  POTENTIALS  AND  PROSPECTS  OF 

INCREASING  EDIBLE  OIL  PRODUCTION  IN  WEST  PAKISTAN. 
FEDS/USDA/AID.  September  1971 . 

12. 

RECOMMENDATIONS  FOR  STRENGTHENING  LIBERIAN  EXTENSION 
SERVICE:  SUGGESTIONS  FOR  PEACE  CORPS  ASSISTANCE. 

William  F.  Litwiller,  FEDS.  USDA  cooperating  with 

ACTION.  October  1971. 
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MILLET  AND  SORGHUM  PRICE  POLICY  AND  RELATED  MARKETING 

* * 

PROBLEMS  IN  MALI.  George  L.  Robbins  and  William  E. 

Garvey.  ERS/USDA/AID.  April  1972. 

r > fll 

m ' 

A TECHNICAL  ASSISTANCE  PROGRAM  IN  THE  NORTH/NORTHEAST 

MARKETS  OF  BRAZIL.  Robert  V.  Enochian,  ERS  and 

Earl  G.  Taylor,  ARS.  ERS/USDA/AID.  May  1972. 

15. 

FRUIT  AND  VEGETABLE  MARKETING  AND  PROCESSING  IN 

VIETNAM  — POTENTIAL  IMPROVEMENTS.  James  L.  Pearson, 

ERS.  USDA/AID.  July  1972. 

16. 

DEMAND  AND  COST  CONSIDERATIONS  AFFECTING  OILSEED 

PROCESSING.  Larry  V.  Summers  and  James  L.  Pearson, 

ERS.  ERS/USDA  in  cooperation  with  Vietnam  Ministry 
of  Land  Reform,  Agriculture,  Fishery,  and  Animal 

Husbandry  Development  and  USAID.  July  1972. 

17. 

THE  POULTRY  MARKETING  SYSTEM  OF  SOUTH  VIETNAM. 

Andrew  A.  Duymovic,  ERS.  ERS/USDA  in  cooperation 
with  Vietnam  Ministry  of  Land  Reform,  Agriculture, 

Fishery,  and  Animal  Husbandry  Development  and  USAID. 

July  1972. 

18. 

PROCESSING  OF  SUGARCANE  AND  RAW  SUGAR  IN  VIETNAM. 

AN  ECONOMIC  APPRAISAL.  James  L.  Pearson  and  Larry  V. 

Summers,  ERS.  ERS/USDA  in  cooperation  with  Vietnam 

Ministry  of  Land  Reform,  Agriculture,  Fishery,  and 

Animal  Husbandry  Development  and  USAID.  July  1972. 

18. 

GRAIN  MARKETING  IN  SOUTH  VIETNAM.  Amos  D.  Jones  and 

Floyd  F.  Niernberger,  ERS.  USDA/AID.  July  1972. 

20. 

SWINE  MARKETING  IN  SOUTH  VIETNAM.  Duane  Hacklander, 

ERS.  ERS/USDA/AID.  July  1972. 

j Cl 

, * ^ 21  . 

ECONOMIC  SURVEY  OF  THE  MEDITERRANEAN  FRUIT  FLY  IN 

CENTRAL  AMERICA.  ERS/USDA/AID.  July  1972. 

A^“l  22  • 

A REVIEW  OF  THE  AGRICULTURAL  STATISTICS  PROGRAM  IN 

TUNISIA.  Raymond  B.  Hile.  USDA/AID.  July  1972. 

23. 

SUGGESTED  PROJECT  DESIGN.  SENEGALESE  COMPONENT  OF  THE 

OMVS  REGIONAL  GRAIN  STABILIZATION  PROJECT.  William  Garvey, 

J.  Gordon  Shields,  George  Enfield.  USDA/AID.  September  1972 

24. 

SUGGESTED  PROJECT  DESIGN.  MAURITANIA  COMPONENT  OF  THE 

OMVS  REGIONAL  GRAIN  STABILIZATION  PROJECT.  William  Garvey, 

J.  Gordon  Shields,  George  Enfield.  USDA/AID. 

September  1972. 
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/ 25.  RICE  MARKET  DEVELOPMENT  PROJECT  IN  LIBERIA.  Elton  J.  Lege, 

Bradley  T.  Skeels,  AMS,  and  Ted  E.  Martin.  USDA/AID.  November  1972. 

26.  VIETNAMESE  AGRICULTURAL  SITUATION  AND  NEAR-TERM  PROSPECTS. 

Rex  F.  Daly,  Robert  G.  Hoffman,  Frederick  Nelson,  Hyman  Weingarten, 

Nancy  Hancock,  Boyd  Chugg,  Anthony  Rojko.  ERS/USDA  in  cooperation 
with  Vietnam  Ministry  of  Land  Reform,  Agriculture,  Fishery,  and 
Animal  Husbandry  Development  and  U.S.  Agency  for  International 
Development.  January  1973. 

T 

28.  TUNISIA:  REPORT  OF  LIVESTOCK  CONSULTANT.  Daniel  L.  Thomas,  Jr., 
ERS/USDA/AID.  January  1973. 

29.  ECONOMIC  CONSIDERATIONS  IN  THE  DEVELOPMENT  OF  AGRICULTURE  IN 
VIETNAM.  ERS/USDA  in  cooperation  with  Vietnam  Ministry  of  Agriculture 
and  Land  Development  and  U.S.  Agency  for  International  Development. 

January  1973. 

30.  EVALUATION  OF  FACILITIES  FOR  HANDLING  AND  STORING  GRAINS  IN 

EL  SALVADOR.  ERS/USDA  in  cooperation  with  U.S.  Agency  for  International 
Development.  November  1972. 

31.  DEMAND  FOR  SELECTED  VIETNAM  FISH  PRODUCTS  IN  SINGAPORE.  Howard  L. 
Steele,  ERS.  ERS/USDA  cooperating  with  U.S.  Agency  for  International 
Development.  November  1972. 

32.  AGRICULTURE  IN  THE  VIETNAM  ECONOMY.  Rex  F.  Daly,  Robert  G.  Hoffman, 
Frederick  Nelson,  Hyman  Weingarten,  Nancy  Hancock,  Boyd  Chugg,  Anthony 
Rojko.  ERS/USDA  cooperating  with  Vietnam  Ministry  of  Land  Reform, 
Agriculture,  Fishery,  and  Animal  Husbandry  Development,  and  U.S.  Agency 
for  International  Development.  June  1973. 

33.  ASSISTING  AGRICULTURAL  DEVELOPMENT  IN  NEPAL.  Howard  W.  Hjort. 

USDA/AID.  June  1973. 

34.  DATA  NEEDS  FOR  ECONOMIC  PLANNING  FOR  THE  POPPY  REGION  OF  TURKEY. 

Buis  T.  Inman.  ERS/USDA/AID.  May  1973. 

35.  REGIONAL  MEDITERRANEAN  FRUIT  FLY  CONTROL  PROJECT  FOR  NORTHERN  AFRICA. 

A.  K.  Burditt,  Jr.,  E.  J.  Harris,  and  J.  F.  Howell.  ERS/USDA/AID. 

June  1 973. 

36.  EXPORT  OPPORTUNITIES  FOR  VIETNAM  AGRICULTURAL  PRODUCTS  IN  JAPAN. 
ERS/USDA  cooperating  with  U.S.  Agency  for  International  Development  and 
the  Vietnam  Ministry  of  Agriculture  and  Land  Development.  October  1973. 

37.  EXPORT  OPPORTUNITIES  FOR  VIETNAM  AGRICULTURAL  PRODUCTS  IN  THE  UNITED 
STATES.  ERS/USDA  cooperati ng  wi th  U.S.  Agency  for  International  Development 
and  the  Vietnam  Ministry  of  Agriculture  and  Land  Development.  October  1973. 
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38.  TRANSPORTATION  AND  VIETNAM'S  AGRICULTURE.  Clarence  A.  Moore. 
ERS/USDA  in  cooperation  with  Vietnam  Ministry  of  Agriculture  and 
land  Development  and  U.S.  Agency  for  International  Development. 
October  1973. 


y 39.  ECONOMIC  INFORMATION  NEEDED  TO  DEVELOP  NEPAL'S  AGRICULTURE. 
ERS/USDA/AID.  September  1973. 


ECONOMIC  FEASIBILITY  OF  THE  WEST  AFRICAN  REGIONAL  POULTRY 
Leo  R.  Gray,  Norman  G.  Paulhus.  ERS/USDA/AID.  November  1973. 


41.  PRODUCTION  CAPACITY  AND  SUPPLY  RESPONSE  IN  VIETNAM'S  AGRICULTURE: 
AN  APPLICATION  OF  AN  ECONOMIC  RESEARCH  SERVICE  PRODUCTION-DISTRIBUTION 
MODEL  FOR  VIETNAM.  Bill  Bolton,  Fred  T.  Cooke,  Billy  G.  Freeman, 

Arthur  M.  Heagler,  Stanley  S.  Johnson.  ERS/USDA  in  cooperation  with 
the  Vietnam  Ministry  of  Agriculture  and  Land  Development  and  U.S. 

Agency  for  International  Development.  May  1974. 

42.  EXPORT  OPPORTUNITIES  FOR ‘VIETNAM  TIMBER  PRODUCTS  IN  JAPAN,  KOREA, 
TAIWAN  AND  SINGAPORE.  International  Development  Center,  ERS/USDA 
cooperating  with  U.S.  Agency  for  International  Development  and  the 
Vietnam  Ministry  of  Agriculture  and  Land  Development.  January  1974. 

43.  EXPORT  OPPORTUNITIES  FOR  SELECTED  VIETNAM  FISH  PRODUCTS  IN  JAPAN. 
Howard  L.  Steele,  Amos  D.  Jones,  Robert  D.  Niehouse,  Le  Van  Dang, 
William  S.  Hoofnagle.  February  1974. 

44.  EXPORT  OPPORTUNITIES  FOR  VIETNAM  AGRICULTURAL  PRODUCTS  IN  SELECTED 
EUROPEAN  MARKETS:  FRANCE,  GERMANY  AND  THE  NETHERLANDS.  ERS/USDA 
cooperating  with  U.S.  Agency  for  International  Development  and  the 
Vietnam  Ministry  of  Agriculture  and  Land  Development.  April  1974. 

45.  DEMAND  AND  SUPPLY  POTENTIALS  FOR  SOUTH  VIETNAM'S  FISHERY  INDUSTRY. 
Howard  L.  Steele,  Harlan  C.  Lampe,  Robert  D.  Niehaus,  William  S. 
Hoofnagle.  ERS/USDA  cooperating  with  U.S.  Agency  for  International 
Development  and  the  Vietnam  Ministry  of  Agriculture  and  Land  Develop- 
ment. July  1974. 

46.  TIMBER  DEVELOPMENT  OPPORTUNITIES  IN  THE  REPUBLIC  OF  VIETNAM. 

S.  Blair  Hutchison,  David  R.  Schumann,  Harold  R.  Evans,  William  S. 
Hoofnagle.  ERS/USDA  coopera ti ng  wi th  U.S.  Agency  for  International 
Development  and  the  Vietnam  Ministry  of  Agriculture  and  Land 
Development.  June  1974. 
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